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(A) A l l  inpatient services mustbe provided in accordance with130CMR 450.204or 130 CMR 
415.415,and are subject, among other things.to utilization review under 130 CMR 450.207 
through 130 CMR 450.211 and to requirements governing overpayments under 130 CMR 
450.235(B)and 450.237. 

(ES) (1) The Division (or its agent) will review inpatient services provided to members to 
determine the medical necessity. pursuantto 130CMR 450.204. or administrative necessity 
and appropriateness. pursuantto 130CMR415.415.of suchservices.Any such review may 
be conducted prior to, concurrently, or retrospectively following the manbcf .s  inpatient 
admission. Reviewers consider the medical-Recorddocumentationof CLINICAL information 
available to theadminingprovider at the time the decisionto admit was made. Reviewers 
do not deny admissions based on what happened to the MEMBER after the admission. 
However.ifan admission w&not medicallynecessary at thetimeof thedecision to admit, 
but the medical RECORD indicates that an inpatientadmission later becamemedically 
necessary.theadmission willbe approvedaslongasallotherDivision REQUIREMENTSaremet. 
(2) If.pursuant to any review.theDivision concludesthat theinpatient admission was not 
MEDICALLYor ADMINISTRATIVELYnecessary, the Division will deny payment for the inpatient 
admission. 
(3) If the Division issues a denial noticefor an acute inpatient hospital admission pursuant 
to 130 CMR 415.414 and 450.204 as well as either 450211or 450237. the hospital may 
rebill thc claim as an outpatientservice,as long as theDivision hasdetumined the SERVICE 
would have been appropriately provided toin an outpatient setting. Inorder for the hospital 
reccive payment under 130CMR 415.414@)(3), the outpatient claim and a copy of the 
denial notice must be received by the Division within90days from the dateof the denial 
notice and must comply with all applicable Division requirements. 

.	(C) To support the medical necessity ofan INPATIENTadmission. the provider must adequately' . 
document in the member's medical record that a provider with applicable expertise expressly 
detumiedthat the MEMBER requiredservicesinvolving a greater intensity ofcare than could be 
provided safely and cffectivefy in an outpatientSETTING Such a daamination may take into 
account the amount of time themember is expectcdto q u i r e  inpatient SERVICESbut must not 
be based solelyon thii factor. The DECISIONto admitis amedical duennination that is based on . 
factors, including but notl imited to the: 

(1) member'smedical history, 

(2) member's current medical needs; 

(3) severity of the signs and symptoms exhibitedby theme&, 

(4) medicalPREDICTABILITYof an adverseclinical went occurcing with the member. 

(5) RESULTS of outpatientdiagnostic studies; 

(6) typesof facilities availible to inpatienuand outpatients; and 

(7) Division's Acute Inpatient Hospital Admission GUIDELINES inAppendix Fof theACUTE 

Inpatient Hospital Manual and in various appENdicesof 6tbuappropriateprovider manuals. 

The Division has.dcvclopcd such guidelines to help PROVIDERS detumine the medical 

a#xssityofanacuteinpatienthospitaladmission.Theseguidtlinesindicwwhenthereis 

g c n d y  no medical need for such an admission. 


@) If,astheresult of any review.the Divisiondetvminesthatany hospitalinpatient admission. 
stay, orSERVICE provided to a member was not codunder h e  member's cowage type (see 
lU)CMR450.105)orw~deli~withoutobtainingarequircdauthorizationincluding.where 
APPLICABLEauthorization fromthemember's primary+CarEprovider, theDivision will not pay for 
that inpatient admission, stay,or service. 

415.415: ReimbursableAdministrative DAYS 

(A) Administrative days as defined in 130 CMR 415.402arc reimbursable if the following 
conditions art met: 

(1) the recipient requiresan admission to a hospital or a continued stay in a hospital for 
reasons other than the need for services that can only be provided in an acute inpatient 
hospital asdefined in 130CMR 415.402 (see 130 CMR 415.415@) for examples); and 
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2. The admission occurs when the member’s condition had improved significantly inresponseto 
outpatienttreatment with a progression towardeither normal clinical parameters or the member’s 
baseline. 

3. 	 The admission is for further monitoring or observing for potentialcomplications when the member 
undergoes a procedure that is appropriatelypcrfonned in anoutpoltieat setting accordingto the 
CURRENTstandards uf care, the procedure is performedwithout complications,and the member’s 
clinical status isapproachingeither nodarnica1parameters or his orher baseline. 

4. 	 The admission is primarily for providing or monitoringthe services and treatmentof a member with 
multiple or complex medical needswhose needs were adequately being metin a setting other thanan 
acute inpatient hospital prior to that idmiision. 

5. 	 The admission of a memberwhose baseline clinicalstatus is outside of the normal CLINICAL 
parameters and whose condition hasbeenmanaged successfullyon an outpatient basis, whenthe 
admission is based primarily on the member’s abnormal status,unless that status has significantly 
deteriorated. 

6. The admission is primarily toobserve for the possible progressionof labor whenexamination and 
monitoring does not indicatedefinite progression ofactive labor leading to delivery. 

7. 	 The admission is primarily for education, teaching, minor medicationchanges and/or monitoring, or 
adjustmentof therapies’cassociated witha medically stable condition(s). 

8. The admission is primarily becausethe member requiressedation or anesthesia in order to conduct 
diagnostictests thatare appropriately performed in an outpatient setting accordingto the current 
standardsof care,when thereare no seriouscomplications requiring inpatient services. 

9. The admission of a member whose baseline condition requiresthe useof complex medical 
technology, whenthe admission is primarily due to the need fbrsuch technology or other 
maintenance sewices r e l a t e d  to the preexistingmedical condition(s),unless the member’s condition 
is significantlydeteriorating. 

10. The admission is primarily for a continuation of treatment or monitoring that has already been 
delivered e W v e l y  in the home, hospital outpatientdepartmeas or other institutional setting. 

11. The admission of a member who isa patient or resident inanother institutional setting, and is 
admitted primarily for diagnostic or treatment servicesthatcould have been providedin the 
member’s current institutional setting or by using outpatient services. 

12. The admission of a member who has simple, uncomplicated,outpatientsurgery andis being 
admitted primarily becauseofthe time of day or the need for postoperative observation. 
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13. The admission is primarily due to the: 
amount oftime a member has spent asan outpatient in a hospital or other outpatient setting; 
time of day a member recoversfrom outpatient surgery; 
need for education ofthe member,parent, or primary caretaker, 
need for diagnostic testingor obtaining consultations; 
need to o w n  medical devices or EQUIPMENT or arrankhome care or other noninstitutionAL 
services; 
age of the member, 
convenience of thephysician, hospital, member, family, or othermedical provider; 
typeof unit withinthe hospital in which the member is placed; or ' 

need for respite care. 

D. Observation Services . 

i''. 

[excerptedjiom the Division's outpatient hospitalregulationsat 130 CMR 410.414J 

Reimbursable Services. The Division covers medicallyneceSSary observation services provided by acute 
inpatient hospitals. REIMBURSABLEobservation servicesmay exceed 24 hours, anddo not need to be 
provided in a distinct observation unit. To qualify for reimbursementof observationservices, the 
medical record must specifically document when those began and ended, the purpose of 
observation, and the name ofthe physician whoordered it. ACUTE inpatient hospitals will be REIMBURSED 
for these observation services on an outpatient basisin accordance with the signed provider agreement

w

with the Division. 

Nonreimbursable Services. 
(1) Nonreimbursable observationservices include but are not limited to: 

(a) services thatare not reasonable orneceSSary for the diagnosis or treatment of the member, 
and 

' (b) routine preparation andRECOVERYservices associatedwith diagnostic testing or outpatient 
surgery. 

(2) The following services arenot reimbursableas a separate service: 
(a) postoperative monitoringduring a standard recovery periodthat should be characmized as 
recovery-ROom services; and 
(b) observation services provided concurrentlywith therapeuticservices such as chemotherapy. 
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Acute InpatientHospital Admission Guidelines 

A. Introduction 

This appendix is intended to help providers make appropriatedecisionsabout the medical necessity of 
acute inpatient hospital admissions.Theseguidelines havebeen apprbved by physicians fiom several 
medical specialtieswho have active practices in Massachusetts. PROVIDERSmaking D whether 
toadmit a member as an inpatient shoulduse their medicaljudgment and these guidelines. Servicesthat 
meet medical-necessity criteria at 130 CMR450204 and the rules governing reimbursement of inpatient, 
outpatient, and observation services in 130.CMR410.414 (see’sectionD ofthis appendix) and415.414 
are reimbursableby the Division. 

B. Definitions for Inpatient, Observation, and OutpatientServices 

The REIMBURSABILITYof services defined belowis not determined by these definitions, by application 
of the Division’s regulationsin 130 CMR 410.000,415.000, and 450.000. 

Inpatient Services-medical services provided to a member admittedto an acute inpatient hospital. 

Observation Services-outpatienthospital servicesprovided anywhere inan acute inpatient hospital,to 
evaluate a member’s condition and determine the for admission to an acute inpatient hospital.. 
OBSERVATIONservices arc provided underthe order of a physician,consist of the use of a bed and 
INTERMITTENTmonitoring by professional licensed clinicalstaff, and may be providedfor more than 24 
HOURSE i 

.? 

OutPatientHosPital Services-medical servicesprovided to a memberin a hospital outpatient 
. department. Such services include, but are not limited to, emergency services, primary-care services, 

observation services, ?ciliary services, day-surgery services, and recovery-room services. 
dl/-‘ent Services-medical services provided to a member inan outpatient setting including but not 

limitad to’hospitaloutpatient departments, hospital-licensed health centers, physicians’offices, nurse 
practitioners’ offices,fReestanding ambulatory surgery centers,day treatment centers,or the member’s 
home. 

C. Admission Guidelines 

Thefollowing guidelinesdescribe admissionsthat generally are not medically necessary.Thii is not an 
all-inclusive list. The Division or its agent mayalso determine that other admissions notcharacterized in 
this list are medically unnecessaryand nonreimbursable on an inpatient basis. 

1. The admission occurs following observation services, andthe admitting provider has not 
documented at least oneofthe following in the medical recordat the timethe decision to admit is 
made: 

Failure to respond to outpatient treatment and a clear deterioration ofthe patient’s clinical status; 
’ . 	 a significant probability that the treatmentplan will continue to needfrequentclinical 

modifications and whatspecific modificationsare necessary; 
instability of the patient that is a deviation from either normal clinical parametersor the patient’s-

I . 

i baseline; or 
a requirement for more intensiveservicesthan were already being delivered while the patient 
was on observation status, and a physician’s order for each specificnew service. 
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1 14.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 

36.05:continued 

. '  (3) OUTLIERRATES of­
(a) -. An outlier per diem payment is added to the standad payment amount per 
discharge for a particular patientif all of the following conditionsare met: 

1. the length of stay excocds20 cumulative acute days (not including days in a i 
part psychiatric unit); 
2. 	 the hospital has fulfilled its dischargeplanning duties as required by130 CMR 
Dlvision ofMedical M iregulations); 

12/10/99 (Effective 10/1/99) 114.1 CMR-386 
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36.05: continued 
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36.07, 

114.1 CMR DIVISION OF HEALTH CARE FINANCE AND POLICY 

36.07:DisProDortionateShare PAYMENTADJUSTMENTS 

(1) Overview. 
(a) APPLICABILITY TheMedicaidprogramassists hospitals that cany a disproportionate 
financial burdenof caring for the uninsuredandpubliclyinsuredpersons ofthe 
Commonwealth. In accordance withTitle XIX rules and requirements. Medicaidmakes M 

additional payment adjustment above I 14.ILhc ratesestablished under 1 14.1 CMR 36.05 and 
CMR 36.06 tohospitals which qualify for suchan adjustment under any oneor more of the 

payment adjustments for disproportionatefollowing classifications. Medicaid shamhospitals 
arc a sou~ceof funding for allowableuacomptnsatcdcarecosts. 
(b) ELIGIBILITY Only hospitalsthath v e  anexecutedcontract with the Division of Medical 
APsistance~eli~blefordisproportioaatesharcpaymats.Mdcaidpartkipatinghospitals 
may qualify for ADJUSTMENTS and may r e c e i v e  thun at any time throughout. the year. 
Eligibilityrequirements for each type ofdisproportionate share adjustmentand the 
methodology for calculatingthose adjustmentsam described in 114.1 CMR 36.07. When 
hospitals applyto participate in the MEDICAID prom their eligibility and the amount of 
their adjustment is determined. As new hospitals apply to becomeMedicaid providers. they 
may qualify for adjustmentsif they mect tbe criteria under OM or more of the following 
disproponionate share hospital @SH) classifications (114.1 CMR 36.07). Ifa hospital's 
Medicaid contractis terminated, any adjustment of the yearduringis prorated for the portion 
which it had a contract. the remaining funds it would have rcceived arc apportioned to 
remaining eligible hospitals.Thismtpll~thats o m ~disproportionateshare adjustmentsmay 
q u i r e  recalculation. Hospitals am informed if an adjustment amount changes due to 
reapportionment amongthequalified GROUPand told how overpaymentsor underpayments 
bytheDivision of Medical Assistance arc handled at that time. To qualify for a DSH 
payment adjustment under any classification within 114.1 CMRa hospital mustmeet 
the obstetrical staffing requirements desnibed in TITLE XIX at 42 U.S.C. Q 13%r-4(d) or 
qualify for the exemption described42atU.S.C. 5 13%r4(d)(2). Inaddition, to qualify for 
a disproportionate share payment adjustmentunder 114.1 CMR 36.07 a hospital must have 
a Medicaid inpatientUTILIZATION me. calculated by dividing Medicaid patient daysby total 
days, of not less than 1%. Effective October 1.1995 the total amount of DSH payment 
adjustments awardedto a parridar hospital under 114.1 CMR36.07 cannot exceed the costs 
incumd during theyearby the hospital for fumishing hospital servicesto individuals who 
arceither eligible for medical assistanceorhave noHEALTH insurance orother source of third 
party coverage less payments rcceivtd by the hospital for medical 'assistance and from 
uninsured patients. andas provided at42 U.S.C. 4 1396ra(g). 

Paver HOSPITAL D-e Share ADJUSTMENT. (2) 
(a) Elieibilifu.Hospitals dctumincd ELIGIBLE for disproportionate sharestatus pursuant to 
114.1 CMR 36.04arc ELIGIBLEfor thisADJUSTMENT 
@) 

1. The Divisionof Medical Assistance allocats $1 1.7 millionfor this payment 
adjustment. 
2. The Division then calculates for e& eligiblehospital the ratioof its allowable FREE 
CARECHARGES asdefd in M.OL C. 118G. tototal charges.TkDivisionwill obtain fa 
CARE chargedata from the hospitals UC-Form filing. on a fiscal year basis consistent 
with the data cited in 114.1 CMR 36.04QXa). 
3. 	 TbeDivision thenranks theELIGIBLE hospitals from highest to lowest by the ratios of 
allowable free care to total charges dctumkd in 114.1 CMR 36.07(2)@)2. 
4. 	 The Division thendetermines the75th PERCENTILE of the ratios determined in 114.1 
CMR 36.07(2)@)2. 
5. Hospitals whomeet or exceed the 75th percentile qualifyfor a High Public Payer 
Hospital Adjustment. The Division multiplies cach qualifyinghospital's allowable FRE 
CAREcharges by the hospital's most RECENT cost to charge ratio,as calculated pursuant to 
114.6 CMR 11.04 to determine allowableFREE care costs. 
6. The Division then determines the sum ofthe amounts determined in 1 14.1CMR 
36.07(2)@)5. for all hospitals that qualifyfor a High Public Payer adjustment. 
7. Each eligible hospital's High Public Payer Hospitals adjustmentis equal the amount 
allocated in 114.1 CMR 36.07(2)@)1. multiplied by the amount determined in 114.1 
CMR 36.07(2)@)5. and dividedby theamount determinedin 1 14.1 CMR 36.07(2)@)6. 

12/10/99(Effective 1011199) 


